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All values in Canadian § Millions 
and represent period averages KEY ECONOMIC INDICATORS 
unless otherwise indicated. 


ACTUAL FORECAST PERCENT FORECAST PERCENT 
INDICATOR 1985 1986 CHANGE 1987 CHANGE 


OUTPUT, PRODUCTION, EMPLOYMENT 


GNP (Current Prices, C§ Billion) 453.7 486.1 520.2 
GNP (Constant 1971 C§ Biliion) 147.4 152.6 157.6 
Industrial Production (1971=100) 146.4 151.0 155.5 
Private Investment 78,734 86,734 94,340 
Unit Labor Costs In Mfg. 1/ 262.0 270.1 279.6 
Wage Settlements {%) 2/ 3.5 4.2 4.5 
Employment (000 's) 11,311 11,600 11,900 
Avg. Unemployment Rate (%) 10.5 9.7 9.5 
Housing Starts (SAAR, 000's) 166 178 179 


MONEY AND PRICES 


Exchange Rate: 1 C§ = US ¢: 73.25 70.00-75.00 70.00-75.00 
Interest Rates: 
Bank of Canada Rate 3/ 9.69% 9.00-11.00% 9.00-11.00% 
Chartered Bank Prime Rate 10.60% 10 .00-12.00% 10.00-12.00% 
Price Indices: 
All-Items Consumer Price 
Index (1981=100) 27.2 
Industry Selling Price 
Index (1971=100) 4/ 319.2 


BALANCE OF PAYMENTS AND TRADE 


Official International Reserves 
(US$ Millions) 378Z5.2 
Balance of Payments (C§ Billion) 
Current Account Balance -3.0 -1.7 
Merchandise Trade Balance ° LTE 18.1 
Service Balance + Net 
Transfers -20.1 aed -19.8 
Merchandise Exports 2 130.4 8.6 143.1 
(U.S. % Share of Total) (78%) ---- (78%) 
Merchandise Imports LEs.3 9.7 125.0 
(U.S. % Share of Total) 


Main Imports from the U.S. (1985): Automotive vehicles and parts, C§27.6 billion; 
communications and eiectronic equip. C§6.0 billion; equipment & tools, C§5.1 billion; 
industrial machinery, C§5.7 bill‘ton; ores, primary metals and minerals, C§4.5 billion; 
chemical products, C§4.1 billion; agricultural machinery, C§1.4 billion; 


Footnotes: 1/ Labor income per unit of output (1971=100). 
2/ Compound average annual increase in base rates (%). Wage settlements in 
all industries, all agreements. 
3/ Floating bank rate set .25% above 9l-day treasury bill tender rate. 
4/ Essentially a producer price index. 


Sources: Statistics Canada; Bank of Canada Review 





NATIONAL ECONOMIC OUTLOOK 


Summary 


Canada enjoyed another strong economic performance in 1985. Overall growth, 
at 4.5 percent, was well above the OECD average. Most forecasters expect 
real GNP growth to be about 3.5 percent in 1986 and closer to 3.0 percent in 
1987. Personal consumption and investment spending are expected to continue 
to be the main sources of expansion. Consumers face higher income and sales 
taxes, but lower oil prices should offset some of the negative impact of 
increased taxes on consumer spending. A slight reduction in Canada's high 
personal savings rate is also expected to support continued moderate growth 
in consumer expenditures. Investment spending may be negatively affected by 
the high interest rates at the beginning of 1986 and cutbacks in the energy 
sector, but declining oil prices should eventually stimulate investment in 
all other sectors, leading to renewed growth later in 1986 and 1987. ‘he 
federal budget deficit is expected to diminish through 1986-87, and interest 
rates are projected to decline modestly over the same period. The result is 
likely to be sustained strength in inventory-building and other 
interest-sensitive activities in Canada. This, in turn, should help 
Maintain Canadian economic growth, even in the face of fiscal restraint at 
home. Inflation eased to four percent in 1985, and moderate increases in 
wages and unit labor costs, plus a decline in world energy prices, imply a 
relatively low rate of inflation of around three percent for both 1986 and 
1987. Employment growth, which averaged three percent in 1984, is projected 
to average roughly 2.5 percent for 1986 and 1987. Given the projected 
growth in the labor force, the unemployment rate, which stood at 10.5 
percent in 1985, should ease below 10 percent in 1986 and 1987. 


Policy Initiatives in Trade, Tax Reform, and Economic Efficiency 


As a result of Prime Minister Mulroney's decision in late 1985 to seek freer 
trade negotiations with the U.S., Canadian and American negotiators are now 
beginning discussions which will aim at producing a comprehensive agreement 
to reduce trade barriers between the world's two largest trading partners. 

A freer trade agreement should.boost U.S. sales prospects in Canada and 
improve the competitiveness of both nations' manufacturing sectors. 


The FY86/87 budget began the process of tax reform in Canada. ‘The first 
stage of corporate tax reform included the elimination of various tax 
credits and preferences in exchange for lower corporate income tax rates. 
Further progress has been promised later this year. Finance Minister Wilson 
also stated his intention to propose a new sales tax system in 1987 to 
replace the inefficient and distortional manufacturer's sales tax. 


In 1986 and 1987, the Canadian government is also expected to make further 
progress in reducing structural rigidities and other impediments to economic 
efficiency and growth. Deregulation is one element in the government 
strategy, and less regulation has already been proposed in the transport 
sector. Some action is expected in communications, and Ontario and the 
federal government plan eventual action in the securities and financial 
services industries. Privatization will also continue, with the sale of 
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four or five more federal corporations expected this year. New anti-trust 
legislation, now before Parliament, replaces an ineffective law and should 
enhance GOC efforts to prosecute restraint-of-trade and other anti- 
competitive behavior. Passage is expected this year. Reforms in social 
spending are expected in the FY87/88 budget, including possible improvements 
in unemployment insurance that reduce disincentives to work. Finally, the 
Canadian government is reducing its own role in the economy. Industrial 
subsidies are being reduced, federal employment is being cut, private 
contractors are being used more frequently to provide various services, and 
the government is selling some of its vast real estate holdings. 


EXTERNAL SECTOR 


Canada's current account deteriorated sharply in 1985, recording a deficit 
of C$2.6 billion for the year after a surplus of C$2.6 billion in 1984. A 
principal factor in this turnaround was a reduced merchandise trade surplus 
of C$16.8 billion -- 19 percent lower than the record C$20.6 billion 
merchandise surplus in 1984. This change in fortune was largely attributed 
to the marked slowdown in U.S. aggregate demand and to some loss of Canada's 
relative export position in the U.S. market. Most forecasters anticipate a 
gradual strengthening of Canada's merchandise trade performance in 1986-87, 
although not in sufficient magnitude to offset the persistent deficits on 
trade in services. Improvement is expected as a result of greater economic 
convergence between Canada and its OECD trading partners, notably the U.S. 
Moreover, further impetus is expected to come from the relative cost 
advantages Canadian industry now enjoys both in domestic and international 
markets as a result of declines in the exchange value of the Canadian 
dollar. These developments augur well for manufacturing export prospects 
over the 1986-87 period. Similarly, total energy exports, which rose to 
C$16.7 billion in 1985, contributing to a net energy trade surplus of C$10.3 
billion, will continue to be a mainstay in Canada's external sector 
performance. However, the dramatic fall in crude petroleum prices will 
result in lower export prices not only for crude oil but also for natural 
gas and certain refined petroleum products. This is likely to mean a 
somewhat lower net energy surplus in 1986-87 (in the C$9.5 to 10 billion 
range). The outlook for exports of motor vehicles and parts, which have 
shown particularly strong growth over the past two years, is more 
problematic. Canada's surplus in auto trade fell to C$1.6 billion in 1985, 
compared with C$3.7 billion in 1984, and some observers believe the auto 
sector could actually return to a deficit position in 1986-87. 


FOREIGN INVESTMENT 


Overall trends in Canadian capital flows reflect a favorable response to 
Canada's improving investment climate. Net foreign direct investment showed 
an outflow of some C$2.5 billion in 1985. However, this outcome was largely 
the result of two extraordinary transactions (totalling nearly C$4 billion) 
involving the purchase by Canadians of foreign-owned assets in the energy 
sector. The net inflow of portfolio investment in 1985 was C$12.9 billion, 
of which C$3.9 billion was associated with trade in outstanding securities. 
Of the latter amount, equity transactions represented slightly more than C$1l 
billion, marking the first time since 1980 that Canada has recorded a 
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positive capital inflow from trade in outstanding equities. Many observers 
interpret this development as a vote of confidence in the Canadian economy. 
It is still too early to assess the impact of Investment Canada, the new 
agency created in June 1985 to encourage and facilitate foreign investment. 
Investment Canada represents an increasing receptivity to foreign 
investment. However, a notable exception to the "open for business" policy 
is the cultural sector (such as book publishing), where majority foreign 
ownership is discouraged and efforts are underway to increase Canadian 
participation in the industry at the expense of foreign-owned companies. 


BUDGET AND FISCAL POLICY 


The FY1986/87 federal budget continues the Mulroney Government's concerted 
effort to reduce ever-growing budget deficits by restraining the growth of 
expenditures. In fiscal year 1985/86, for the first time since World War 
II, government spending exclusive of debt service actually declined, and the 
current budget permits little relaxation from tough expenditure control. 
Most federal departments will be permitted only two percent growth in 
FY1986/87 (a two percent decline in real terms), and the increase in 
legislatively-mandated social spending will be scaled back. As a result, 
federal spending exclusive of debt service is slated to increase by only 3.1 
percent. When debt service is included, total spending grows by four 
percent, which is the expected rate of inflation. While expenditures are 
growing modestly, revenues have been increasing rapidly. Tax increases in 
the budgets of both May 1985 and February 1986, and robust economic growth 
in 1985 should boost revenue by nearly 12 percent. Consumers and individ- 
uals bear the brunt of the tax revenue changes, but lower prices and high 
Canadian savings rates should cushion the impact of a higher tax burden on 
consumption. Moreover, low-income taxpayers benefit from various new tax 
credits and early rebates. As a result of faster revenue growth and 
restraint in spending, the federal deficit is projected to decline from 
C$34.3 billion in FY1985/86 to C$29.5 billion in FY86/87 and C$25.9 billion 
in FY87/88. The Federal Government's deficit projections for FY86/87 could 
prove optimistic, however, since they rely on lower interest rates, faster 
economic growth, and higher energy tax revenue than currently expected. 
Nonetheless, after several years of rapidly growing deficits and excessive 
spending, Canada now appears to have turned the corner. It is pursuing a 
more responsible fiscal policy, and its spending controls, while not as 
dramatic or as large as the Gramm-Rudman-Hollings deficit cuts in the U.S., 
will result in a steady reduction in Canada's annual federal deficits. 


MONETARY POLICY 


Canadian monetary policy continues to aim at the lowest possible domestic 
interest rates consistent with stable domestic prices and orderly foreign 
exchange trading in the Canadian dollar. After declining in 1985, interest 
rates rose sharply in January-February 1986 as the Canadian currency 
experienced heavy selling pressure and the Bank of Canada tightened 
commercial bank reserves. The Canadian financial authorities expect the 
exchange rate to steady against the U.S. dollar at above 70 US cents in 
1986. At the same time, the Canadian dollar probably will decline relative 
to other major currencies, contributing to Canadian export competitiveness. 





a a 


The authorities also are projecting domestic interest rates to resume their 
softening trend, with the prime rate dropping from the 13 percent reached in 
February 1986 to below the 1985 low of ten percent. These expectations are 
based on lower world oil prices and interest rate developments abroad, and 
should help to sustain both consumer and investment spending in 1986. 


INVESTMENT 


Investment spending finally picked up in 1985, rising eight percent in real 
terms over 1984. Lower interest rates and rising capacity utilization 
prompted an 18 percent increase in residential construction and about a five 
percent increase in business investment. Overall investment is expected to 
remain buoyant in 1986 and 1987 and make a significant contribution to real 
GNP growth, but the sharp drop in world oil prices will result in a 
significant cutback in energy-related investment plans. Moreover, high 
interest rates in early 1986 probably led to some reassessment of investment 
plans for late 1986. For 1987, prospects look very good. Interest rates 
will be lower than in 1985-86, declining oil prices should stimulate 
non-energy investment, corporate profits are expected to remain healthy, and 
unit labor costs are rising at only about three percent. 


REGIONAL OUTLOOK 


Atlantic Provinces 


Problems in the fishery are hindering economic growth in Newfoundland, where 
1.5 percent growth is expected in 1986 (compared to 2.4 percent in 1985). 
Unemployment still remains Canada's highest (21.3 percent in 1985) and is 
predicted to drop only slightly in 1986. Inflation was 3.9 percent in 1985 
and should remain in the 3-4 percent range this year. Capital investment 
was 9.9 percent higher in 1985 but is expected to increase only slightly in 
1986. Planned development of the Hibernia oil fields is not expected to 
have any direct impact until after 1986. 


Prince Edward Island's economy is expected to grow by about 3.0 percent in 
1986, compared to 4.0 percent in 1985. Modest growth in the lobster fishery 
and other smaller sectors will only partially offset another poor year 
anticipated in the agricultural sector. The lobster fishery is also 
concerned about the U.S. countervailing duty investigation of subsidies on 
Canadian groundfish. Unemployment is expected to improve to around 11.5 
percent this year, compared to 13.2 percent in 1985, and inflation should 
remain under four percent in 1986 and 1987. 


In 1986, Nova Scotia may slip from its position as fastest growing Atlantic 
province, with growth projected at 2.0 - 2.5 percent in 1986, compared to 
3.7 percent in 1985. A slowdown in offshore activity due to the end of the 
Petroleum Incentives Program (PIP) and disappointing test results on the 
Scotian shelf will only be partially offset by a vigorous performance in the 
province's traditional manufacturing industries. The fishing sector has 
done quite well but the important groundfish sector could be adversely 
affected if countervailing duties on exports are imposed by the U.S. The 
unemployment rate for Nova Scotia was 13.8 percent in 1985, with predictions 





for 1986 of 13.2 to 14.0 percent. Inflation was measured at 4.5 percent 
last year and is expected to be around 4.0 percent in 1986. Capital 
expenditures increased 13.8 percent in 1985, largely as a result of offshore 
oil and gas drilling, which fell off sharply in the first half of 1986. 


New Brunswick's economy grew by 3.4 percent in 1985, with the same increase 
projected for 1986. Mineral production has been enhanced and diversified by 
the addition of the province's second potash mine and by the reopening of 
Canada's only antimony mine near Fredericton. New Brunswick's unemployment 
rate was 15.2 percent in 1985, with predictions of about 15 percent for 
1986. Inflation is expected to be around 3.9 percent in 1986. Capital 
investment in New Brunswick was strong in 1985 as the province broadened its 
venture capital program, and predictions are for an increase of 16.6 percent 
in 1986. The forestry sector, the backbone of the province's economy, is 
concerned about protectionist bills before the U.S. Congress. 


Quebec 


Real GDP growth in 1985 was nearly four percent. Manufacturing and service 
industries showed gains, consumer confidence was strong, exports continued 
to do well, and lower interest rates aided the construction industry while 
keeping housing starts at a high level. GDP growth for 1986 is forecast to 
slow to around 3.8 percent, with most of the slowdown in the service 
industries as consumer spending weakens. Continued cuts in public spending 
as well as increased taxation will characterize the provincial public sector 
in 1986. Higher taxes, coupled with a slight decrease in the rate of job 
creation, will reduce the growth in personal disposable income in 1986. 
Although Quebec's overall growth will track closely with the national rate, 
the provincial budget deficit is a primary concern. Barring major policy 
changes, the provincial deficit will be higher than the C$3.2 billion 
earlier forecast. Unemployment, though likely to drop slightly to 11.4 
percent, will remain above the national average. The inflation rate will 
follow the national figures at 4.0 percent. Excess capacity in the 
automobile, aircraft, shipbuilding, and paper products sectors will 
discourage capital expenditures in those areas. On the other hand, 
residential construction and spending in selected manufacturing industries 
(machinery and electronics) are expected to increase satisfactorily. 


Ontario 


Ontario's economy in 1985 grew one percent faster than the 4.5 percent 
national average. Unemployment was 8.5 percent in 1985, two percentage 
points below the national average. Construction activity was particularly 
buoyant as a consequence of declining interest rates, industrial expansion, 
and pent-up demand. Assuming further softening in interest rates and 
solutions to minor labor and material shortages, construction activity 
should increase in 1986 by 10 percent or more. The output of consumer 
durables also is expected to expand rapidly. Notwithstanding these economic 
bright spots, many analysts foresee a slowing of economic growth in 1986. 
Tax increases announced in last year's federal and provincial budgets plus 
those in the FY 86/87 federal budget are expected to reduce growth in 
consumer spending. In addition, industrial production and employment are 
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expected to level off. Growth projections in the auto industry, which 
accounts for nearly two-fifths of industrial production in Ontario, are 
restrained. It is expected, however, that declining petroleum prices will 
encourage broadly based investment, as well as contribute to a better market 
for large cars -- a major production component of Ontario's auto industry. 
Auto parts manufacturers, on the basis of better export markets in the U.S., 
are in a period of unprecedented capital spending. Machinery and equipment 
spending province-wide is expected to rise by 12 percent -- almost double 
the rate of two years ago but 3.5 percentage points below the increase 
recorded in 1985. 


Prairie Provinces 


The Saskatchewan economy grew by four percent in 1985, despite a poor 
harvest, declining commodity prices and a depressed potash market. After 
expenses, farmers recorded a 24 percent drop in net income. Livestock 
producers faced poor prices and reduced demand. The government's financial 
support of farmers helped to push the provincial government's budget deficit 
to an estimated C$500 million in 1985. Reacting to this rising deficit, 
Standard and Poor's and Moody's Investors lowered the province's credit 
rating from AA Plus to AA. Despite these problems, the unemployment rate in 
Saskatchewan averaged eight percent, substantially below the national 
average. Increased activity in the province's oil patch provided the 
stimulus for capital investment, but 1986 will see a levelling-off of the 
industry's growth because of declining world oil prices. While potash 
production fell by over 20 percent in 1985 because of slack demand, uranium 
and coal production increased, in part reflecting increased local demand for 
coal-generated electricity. Gold exploration and activity also increased in 
1985. Overall provincial growth is projected at three percent in 1986. 


Manitoba, with its diversified economy, grew by 3.9 percent in 1985, with a 
projected growth rate in 1986 of around 3.6 percent. Unemployment remained 
below eight percent in 1985 and should hold at that level in 1986. 

Financial difficulties are adversely affecting the province's farming 
industry, with a record number of farm failures. Construction of the 
hydro-electric generating station on the Nelson River continues to dominate 
Manitoba's economic scene. Construction of the dam was advanced by two 
years in order to meet a major sales opportunity in Minnesota. The province 
recently announced that Manitoba Hydro expects to sign three more hydro- 
electric export sales contracts in the very near future. Final approval of 
these sales could lead to the construction of another C$3 billion 
hydro-electric dam on the Nelson River. The agricultural equipment industry 
in Manitoba consolidated when John Deere bought Versatile Farm Equipment in 
the latter part of 1985, allowing continued production of agricultural 
equipment in the province. In mining, the government will negotiate with 
India on the development of a C$500 million potash mine. 


Alberta's economy grew by close to five percent in 1985, and, until 
recently, prospects for continued expansion were considered good. However, 
owing to the sharp decline in world oil prices, energy projects are being 
scaled down. Natural gas sales burgeoned in 1985, and the volume of sales 
in 1986 is expected to expand if prices are competitive and export legisla- 
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tion is relaxed. Agriculture, Alberta's second most important industry, had 
a rough year in 1985 as grain production dropped due to drought, cold and 
early frost. The province's unemployment rate dropped to 9.1 percent in 
1985, but further improvement in 1986 looks unlikely, given developments in 
the energy sector. The housing industry appeared to bottom out in 1985 was 
poised for a turnaround in 1986, but widespread layoffs in the energy sector 
are now expected to delay an increase in housing starts. Forestry showed 
strong 7.0 percent growth in 1985 and is expected to have a good year in 
1986. Manufacturing is likely to turn downward in 1986 following 
significant improvements in 1985 in product lines related to oil and gas. 


British Columbia. 


The British Columbia economy grew by three percent in 1985 and is expected 
to grow by 4.5 percent in 1986 largely on the strength of tourism and 
services resulting from the EXPO 86 World's Fair. Unemployment dropped 
below 13 percent during the first quarter of 1986, compared to 14 percent 
for all of 1985. The FY86/87 federal budget included long-sought federal 
approval to designate Vancouver as an international financial center, 
permitting special tax and regulatory treatment to be offered to financial 
institutions. The two traditional mainstays of the province -- forest 
products and mining -- are not expected to experience significant 
improvement. The forest products sector as a whole was in the black in 1985 
for the first time since 1981, largely on the strength of record shipments 
to the U.S. However, low prices and limited profits have constrained 
efforts to reduce the industry's large debt overhang and discouraged new 
investment. Indications that prices for wood products in the U.S. are 
rising should improve the situation somewhat. Mining also remained 
depressed, but some small investments may occur in 1986. Coal faces even 
greater difficulties as a result of falling petroleum prices and projected 
increases in rail freight rates. 


IMPLICATIONS FOR U.S. BUSINESS 


Although U.S. exports to Canada in 1986 will have to labor against lower 
growth in the Canadian economy and the depreciation of the Canadian 
currency, Canada remains a generally healthy and stable market for U.S. 
exports. The situation is enhanced by the bilateral negotiations on freer 
trade and Canada's more open investment climate. 


With the exception of Japan, Canada was the fastest growing industrialized 
market over the last two years, and growth of three percent or more in 
1986-87 will offer numerous sales opportunities. This is especially true in 
capital goods and services related to construction, since continued growth 
in the overall economy will be supported primarily by investment spending. 
Strong non-residential construction will provide a market for building 
supply manufacturers. On the other hand, growth in Canadian consumer 
expenditures is slowing, and the relative shifts in exchange rates, which 
have considerable impact on price-sensitive consumer goods, may dampen U.S. 
Marketing opportunities in this sector. 


The best prospects for U.S. sales in Canada include: computers and 
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peripherals, auto parts and accessories, aircraft and parts, plastic 
materials and resins, industrial organic chemicals, telecommunications 
equipment, building products, construction machinery, electronic components, 
analytical instruments, industrial controls, and medical apparatus. 


Atlantic Canada: Major projects in the four Atlantic provinces tend to fall 
into a limited number of specific sectors: oil, gas, mining, utilities, and 
pulp and paper. Various public agencies are said to account for close to 80 
percent of capital funding for these projects. With belt-tightening in 
Ottawa, federal funding may decline in 1986, a factor that is bound to have 
some impact on the scale of projects which may be of interest to larger U.S. 
firms. An exception to this is the Cape Breton Tax Investment Credit, a 
federal program to encourage investment in the region. New initiatives in 
forestry, mining, and, to a lesser degree, manufacturing, should help to 
maintain a level of activity about equal to that of 1985. 


U.S. companies with expertise in marine technology, offshore oil 
development, mining services, and manufacturing processes may be best suited 
to exploit commercial activities in Atlantic Canada. The offshore oil 
situation is expected to be clarified somewhat once Mobil Oil Canada Ltd., 
the principal operator for the Hibernia oil field, makes its decision to 
proceed with a project services contract. The provincial and federal 
governments continue to place a high value on Canadian content, especially 
in the energy sector, so U.S. firms that align themselves with local 
companies may find that business contacts, distribution channels, and 
overall market penetration are enhanced. 


Quebec: The pulp and paper industry expects a good year in 1986 and will 
continue to invest in equipment modernization. Hyundai has announced plans 
to build an assembly plant in Quebec, and there are indications that other 
automobile makers may also expand operations in the province, thus providing 
opportunities in the automotive parts industry. Retooling will continue in 
1986 in such industries as mining and forestry, providing opportunities to 
U.S. suppliers of heavy equipment as well as those of material handling and 
conveying equipment. Demand for integrated office equipment, 
telecommunications equipment, and the accompanying software remains strong. 
Quebec software producers are actively seeking licensing and joint venture 
products with U.S. firms. Recent U.S. trade missions in the medical 
equipment and supplies field have found an excellent market in Quebec. The 
same is true for safety and security equipment. There is a growing market 
for CAD/CAM software and robotics, especially those designed for small and 
medium-sized businesses. Opportunities exist for the sale of hydroelectric 
transmission equipment and equipment designed to improve the reliability and 
efficiency of the electricity system. In services, there are particularly 
good opportunities for U.S. firms offering innovative franchises. 
Additionally, the Quebec government has passed legislation which will allow 
banks, insurance companies, and stock brokers, among others, to establish 
"international financial institutions." This may be of interest to U.S. 
financial institutions, including those already operating in Canada. 


Ontario is Canada's largest market, and healthy economic growth at or 
exceeding the national level, offers good marketing and investment 
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opportunities for U.S. firms across a broad spectrum of consumer and 
industrial goods and services. The strong rebound in Canadian business 
investment which began in 1985 has been centered in Ontario; accordingly, 
plant and equipment expenditures will generate substantial sales 
opportunities for investment goods. Residential construction is also 
booming in major Ontario urban centers, providing appropriate opportunities 
in building materials. Broad-based economic growth will also sustain a 
large market for competitively-priced U.S. consumer goods. The market for 
high-tech items is equally positive. Investments by auto and auto parts 
manufacturers will create opportunities for sales of capital equipment and 
manufacturing services. General Motors of Canada announced a C$2 billion 
expansion of its auto assembly plant in Oshawa and is reportedly considering 
potential sites in southern Ontario on which to build another car assembly 
plant in conjunction with Suzuki. Industrial and business equipment and 
related services, led by CAD/CAM equipment, mini/micro computers and 
software services, offer the best prospects for U.S. companies. Electronic 
components and telecommunication markets, however, are described by industry 
sources as being in a "Stagnant" period. 


Prairie Provinces: Manitoba has various hydro megaprojects, and 
construction continues at the North Portage Development Corporation in 
Winnipeg. The city is using C$65 million to bring new business into its 
core area. The Ministry of Industry, Trade, and Technology is seeking small 
to medium-sized firms to establish manufacturing plants in the province. 
Investment in mining, food processing, aerospace, telecommunications, and 
transportation is sought. 


Saskatchewan's "hi-tech" sector provides trade and investment opportunities 
in addition to those in the areas of petroleum, construction and minerals. 
Saskatchewan's Office of Science and Technology is continuing to offer 
investment incentives to firms wishing to establish "hi-tech" companies in 
the province. The Saskatchewan government recently announced a series of 
construction projects for the province's southeastern corner around the town 
of Estevan. Scheduled for construction in the area are a new airport, a 
coal-fired electric generating station at Shand, and probable construction 
of two dams on the Souris River. 


The energy sector in Alberta, particularly oil and gas transportation and 
the front-end of ore refining, is looking for equipment and services that 
offer significant reductions in costs. Also, marketing and market research 
services that can help the energy sector are in demand. A special thrust 
into high technology is part of the province's diversification strategy. 
The Alberta government also is looking for consultants who can help it 
economize and improve its return on agriculture. 


British Columbia: If Vancouver is successful in its effort to become an 
international financial center, a substantial market for data processing, 
telecommunications and related equipment could result. The best prospects 
for U.S. products continue to be in the areas of CAD/CAM, software, 
telecommunications, and medical apparatus and supply areas. However, the 
strength of the U.S. dollar vis-a-vis the Canadian dollar has made it 
increasingly difficult for U.S. products to compete in this market. 








